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The Marshall Plan: Design, Accomplishments, and Relevance to the Present

Summary

Periodically, Members of Coagtelbki a'ldahe it hlelf sa hav
Pladfmr Central America, Eastern Europe, the f or me
largely because the original Marshall Plan, a pr
period9b948is contsa deavad bege matnlye most effective
programs. An effort to prevent the economic dete
and stagnation of world trade, the Plan sought t
adoptiomn eosf lpeoaldiing to stable economies, and tak.:
European countries and between Europe and the re
The Plan was a joint effort between the United S
wor king t otgoe tfhoerrmu [Partiioon of a program of assista
European nations agree on a financial proposal,

take steps toward solution of i1ts elkeonomic probl
Congress worked together to formulate the Europe
provided roughly §$13.3 billion of assistance to
Two agencies 1implemented the program, the U.S. E
and the-rhwmr Oregami zation for European Economic Cq
that participants fulfilled their joint obligat:i
production The ECA provided dol ltarefseacd,i sftwmalc,e t
and maehndelygveraged funds for specific projects
rehabilitate infrastructure. It also provided te
guaranties to encourage Wed.tlpariwsae eofi nlvesdalmemur,
funds

At the completion of the Marshall Plan period, E
were mar kedly higher, tdhoel 1bdanluagiacpda mepfr otveald e asnmdd 1
significantakerwpsowaddbtereade 1iberalization and

had contributed to more positive morale in Europ
helped diminish the strength of domestrioccl ec o mmun i
in Europe was enhanced and U.S. trade with Europ
Al't hough the Plan has i1its critics, many observer
effort that are applicable to presens foreign ai
replicability is subject to question. Central Eu
fit the -dnotalstodt wdrWestern Europe, but the wvast

environmental burden left dbytoommuanhew upgtimesdi
between 1947 Europe and the present. Undertaking
an enormous task costing $88 billion in current
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The Marshall Plan and the Pre

Bet ween 1948 and 1951, the UnitedneStamft eist su nmoerret o
successful foreign policy initiatives and most e
and the European Recovery Program (ERP) that it
stimulate economic gr ebwknhup tWopddle Wpondé¢nEuangene
the spread of c¢ dimmaum iGaunrdb eeiynmoe,,odr rtahgee devel opment
stable world economy. It was designed to accompl
objectives:

e the expEBmsopmawfagricultural and industrial 7

e the restoration of sound currencies, budget s,

countries; and
e the stimulation of international trade among
Europe and the rest of the world.

It is a measure of the positive impression endur
response to a critical situation faced by some r
new Marshall Pl an This wgertBlemmassion pP8powhd
billion infusion of funds to the Caribbean and C
Representatives, fromMboshaphrPlen, fprophee@haln
1990s, Memberosomiie Maardsrheasl’$l o rPel Bansst er n Eur ope and
Soviet Union. And, more recently, international
Mi ddle East dnd South Africa.
Generally, these referencessummbhe memoeplofathe
success or 1ts scale, rather than every detail o
between the crisis to be resolved by such assist
Plan was first propypsefl. t HFheMaephakbhbPlan in the
future 1s subject to question To understand the
took place fifty years ago it 1s nedhoswsdrty to un
was 1 mplemented, and its resulting success or foa
and then attempts to derive some |l essons for the

=3

Formul ation of the Marshall
P

The Marshal.l l an was pr oSptoasteed Geno rag es pMaercshh ablyl Sae
University 1in June 1947, in response to the crit
which Europe found itself at that time. Recogniz
devel opmendamwmtf as siigtmandfde poclpge,c hGanadr mlotMprsls
detailed and concrete program. He merely suggest
help draft a program®“adfaoudsd promadsbaspisctanc

1 For example: Richard N. Gardnéfime for a New Marshall PlanNew York Timeslune 3, 1967Robert A. Pastor
and Richard Feinber¢l).S. Latin American Policy: A Marshall Plan for the Caribbé&avital IssuesVol. 33, No. 1,
1984. Alan CranstorilLet’s Have a Marshall Plan for Philippinétos Angeles TimeSeptember 13, 1987. Irwin M.
Stelzr, “A Marshall Plan for Eastern Europe2ommentary, January 1990Global Marshall PlahUrged for
Environment; Washington PosMay 3, 1990:Mandela Urges Marshall Plan for South AfricReuters, May 22,
1996.“Kohl Proposes a New Marshall Plan tbe Middle East, Deutsche Presse Agentdianuary 25, 1996.

2 Address at Harvard University, June 5, 1947, p. 284 in Joseph M. Jteesifteen Week3he Jones book is an
excellent description of events leading up to this speech.
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In addition, Marshall “reagtifandddgha¢ditobbya
nations. The formulation of the Marshall Pl
collaboration between theecAwmeni sheat/i §n &o
European governments. The c¢crisis that gener
out come osf pMaapdsaall are discussed bel ow.

The Situation in Europe

European conditions 1n 19t4a7t,e aMa rdsehsaclrli baendd boyt hSeerc
at the time, were dire. Although i1indwstrial
levels (the exceptions were Belgium, France,
economic sitmadiod boebaldetaeriorating. The

by drawing down on domestic stocks and foreign
investment Agricultural supplies remained bel ow
a growing share of the limited foreign exchange.
dollar deficit. As a result, prospects for
nations wa s stagnant

Having already endurwne mpelaaywymeont ,f osondd sdctolrera ghear, d
with the war and recovery, the European public
observers, the declining economic condsitions
future t haits ifoends calnads spodiivt i cal instability.
countries such as Italy and France, threatened
The potential impact on the United States was
would bloe&kttht pmpsprade with the c&ntinent

mal ai s e, in fact, was the massive dollar deficit
from the URétkapStaheschief concernthed the Unite
growing threat of communism. Although the Cold
entrenchment in Eastern Europe was well under
affecting Britain had driven iint6Greanoeunnad
forcing the United States to assume greater
Doctrine, enunciated in March 1947, stated t
threatened by commuwaid samf dm bdecormdmi ¢ heoklpaps
communist takeover of i1its political institut
claimed to strive for since i1its entry 1into
system.del.sS.felleta compelled to respond.

How the Plan Was Formul ated

- 0o D e
o m>”

oS e-
= s = ]

Three main hurdles had to be overcome ’®n t he

problems. For one

, a’s $Savidtdid pnofi nfticatae eMagr Ehualk

jotilny, had to come to some agreement on a plan.
to reach their own concordance on a legislative

8 The“dollar gapy was considered important because the United States was the dominant economy at this time, and it
was assumed that U.S. goods would remain attractive enough to outcompete otheérprationss for years to come.

The dollar gap wold be likely to grow. Until European countries were able to build up reserves, they would tend to
divert their exports to and their imports away from the dollar area. This would force cuts in food imports and capital
goods, further destabilizing Europedassiowing growth. The Marshall Plan sought to close‘tiadlar gap.

Congressional Research Service 2
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one that, in the words“afovtichle eSaartdtear vt hafh St antea
pallf*ative.

The Role of Europe

ponded favorably to the

Most Europe s
t 6 nations attended a con

n natitons re
designing e 1

program,

e sbtlai s hed the Committee of European Economic Coo
directed to gather information on European requi
needs. I'ts final report-yé¢Sepperempegamlprddidunctaildm,d
create intermnal finmnancial stability, develop eco
and solve the deficit problem then exissmieng with
balance of paymentse dfdi cli@@swifgdB8itded wWaod lari gioma
estimated at roughly $29 billion, the report regq
$3 billion was expected to come from the World B
Cautious not to appedmitomn iad o lkddetivee Itsolipai gnsgo wCrmo | tdh eWa s
Marshalihvitation did not specifically exclude an
sure to include t hpo wWeorvideitssc uisns iaonn ecafr Ityh e hprrecep o s
Sowti Union and, under pressure, its satellites,
program on the grounds that the necessity to rev
national sovereignty and thattxphbhetd. S. interest
CEEC formulation of its proposal was mnot without
wide differences existing between individual nat
role of Germany, and setcaotneo ncicermst.t oAlss ao weers udat iodn a
United States was afraid that the CEEC proposal
needs without any <c¢cohetreemnm grroowgtrla.m Too agveoniedr astuec hl
State Depadtimdmtmed its acceptance of the Europee:e
participants make specific commitments to fulfil
create internal monetary and financei atlr asdteabi |l ity
barriers; consider altermnative sources of dollar
recognition to their common objectives and assun
and establish an internatimnmpgalagemgaynitmatiimpd etme n4
program The final report of the CEEC contained
Executive and Congressional Roles

After the European countries had taken the requi
t he Admini st rsast iroens paonndd e(o.n gfroer mul at i on of that r
after the Marshall speech. As a Democratic Presi
highly skeptical of the need foswmprfomrgtehde ra pfparoeaicgn
thagreatly facilitated devel opment of a program:
perhaps the most thorough examination prior to 1
provided a perhaps equally rare uptriovcee sasndof <c1 ose
Congtess

4 June 5, 1947 Address in JonEiteen Weeks. 283.

5The Chairman of the Senate Foreign Relations Committee called the version of the legislation whiolttveefloor
of the Congressithe final product of eight months of more intensive study by more devoted minds than | have ever
known to concentrate upon any one objective in all my twenty years in Cofigkgbsir H. Vandenberg, quoted in

Congressional Research Service 3
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the first, the Truman Administration made C
ign aid program, consulting with 1t every st
een key congressindndled ¢odders adandnt bd Rthes iHd
se Committees Secr et dsr yCoonfmiCotnenee,r cceo m\pvoesr eed 1
ultants from private 1ndustsr yn,e eldasb o rS,e cerceotnaorm
rior Jsul@mug tAhe Kxwmwgnined those U.S. physical
a program. The group led by Chairman of the
se studied the effect an enlarged export bur
efshe House of Representatives itself formed
esentative Christian A. Herter, to take a br
re the Administration proposal comdd be submn
tries deteriorated so seriously that the Pre
them over through the winter with food and
he Marshall Plan coudd ibrt @amuitthoaiid etda Kroamgae
ria amounting to $522 million in an authoriz
. West Germany, also in need, was still bein
pied Areasam.GARI OA) progr

e Department proposals for a European Recove
an in a message to Congress -paabDepempeamléf
to 16 West European countrtikfeugh the poogr ol
cipated total aid amounting to about $17 bil
(H.R. 4840), provided an authorization of §
ign Affairs amms SEammmict Foesigme Réddttihe bill
, 1t passe-l7thet SeantMabyhald9 1948, and t he
vote 'Tohfe 3M2i91 It oa u/tdhor i zed a§5 perhioldl. i Om Aypei |

Econ@Gmoperation Act (title 1 of47t2h)e bRocraemeg n

r

e
i
)
i
i

The Appropriations Committee conference all
am in its first year.

stricting the awsbogiunwzationseld amplgecaodppoCd
mplementation and consider additional fundi
Congress would be required to authorize an
ngsed, dabdafurther amended the legislation. A
nt c“wagc hedoengmointatle e t o review the program an

Harry BayardPrice, The Marshall Plan and its Meaning. 64. See also Quentin L. Quat&he Truman
Administration and the Separation of Powers: the Case of the Marshall Ph@nReview of Politicsdlanuary 1965. p.
58-77.

6 See House. Select Committen Foreign AidFinal Report on Foreign AidB0" Congress, 2d session. Washington,
U.S. Govt. Print. Off., May 1, 1948. 883 p.

7 Many argue that the decisive support for the ERP came as a result of the Czechoslovak coup on February 25, 1948,
which brought the Communists to power there. This convinced many of those who saw the Phinesaveay’

program that Soviet expansionismsaaserious threat. Other major factors which swayed public and congressional
opinion were the information dissemination activities of the public citizZ8ommittee for the Marshall Plan, and

support for the Plan from influential otiene “isolationist’ Senator Vandenberg, Republican Chairman of the Senate
Foreign Relations Committee.
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I mplementation of the Marshal

Profile of the Marshall Pl an

In 1itsivegietm as the European Recovery Program
expected to last four and one quarter years fron
dur at i Sonf foifMaittaklhall Pl an as wellitasaremmanttserex pdr
di sagreement . In the view of s-dmeg¢ oOhelJlpnegBdflm i
Ot hers date the termination of ¢t'shea dPniianni sstormmet isviex
agent, the EconomwasCoéoepei atated Agendy,s recovery
mes hed with those of the newly established Mutua
the second half of 1951).

Estimates of amounts expended under the Marshall
bi 1 ®Vomiations here can be explained by the diff
inclusion of funding from related programs which
contains one estimate of fmadé9Imiijlcandalidsabietlieo

t hose funds.

Table II 1ists recipient nations and gives an
Devel opment figures, of amounts received in bo

to these oesptirmactiesi,enttlse otf Marshall Plan aid wer ¢
of individual country totals), France (21%), We s
Netherlands (8%)

Table |. Funds Made Available to ECA for European Economic Recovery

(In millions of dollars)

April 3,1948to  July I, 1949 to July 1, 1950 to

Funds Available June 30, 1949 June 30, 1950 June 30, 1951 Total
Direct appropriations? 5,074.0 3,628.4 2,200.0 10,902.4
Borrowing authority (loans)b 972.3 150.0 62.5 1,184.8
Borrowing authority (investment

guaranty program)c 150.0 50.0 — 200.0
Funds carried over from interim

aid 14.5 6.7 — 21.2
Transfers from other agenciesd 9.8 225.1 217.0 451.9
Funds made available (gross) 6,220.6 4,060.2 2,479.5 12,760.3
Less transfers to other agenciese — — 2254 2254
Funds made available (net) 6,220.6 4,060.2 2,254.1 12,534.9

Source: Compiled from figures made available by the budget division of ECA and from figures published in the
Thirteenth Report of ECA, pp. 39 and 152; and Thirteenth Semiannual Report of the Export-Import Bank of
Washington. For the Period July-December 1951, App. |, pp. 65-66. From William Adams Brown, Jr., and
Redvers Opie. American Foreign Assistance. Washington, The Brookings Institution, 1953. p. 247.

a. The Foreign Aid Appropriation Act of 1949 appropriated $4 billion for |5 months but authorized
expenditure within 12 months. The Foreign Aid Appropriation Act of 1950 contained a supplemental

8 Imanuel Wexler inThe Marshall Plan Revisiteg. 249, offers a figure at the lower end. At the higher end is Susan
Hartmann,The Marshall Planp. 58.
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appropriation of $1,074 million for the quarter April 2 to June 30, 1949, and an appropriation of $3,628.4
million for fiscal 1950. The General Appropriation Act of 1951 appropriated $2,250 million for the
European Recovery Program for the fiscal year 1951, but the General Appropriation Act of 1951, Sec. 1214,
reduced the funds appropriated for the ECA by $50 million, making the appropriation for fiscal 1951,

$2,200 million.

The Economic Cooperation Act of 1948 authorized the ECA to issue notes for purchase by the Secretary
of the Treasury not exceeding $1 billion for the purpose of allocating funds to the Export-Import Bank for
the extension of loans, but of this amount, $27.7 million was reserved for investment guaranties. The
Foreign Aid Appropriation Act of 1950 increased the amount of notes authorized to be issued for this
purpose by $150 million. The General Appropriation Act of 1951 authorized the Administrator to issue
notes up to $62.5 million for loans to Spain, bringing the authorized borrowing power for loans to $1,184.8

million.

The Economic Cooperation Act of 1948 was amended in April 1949 to provide additional borrowing
authority of $122.7 million for guaranties. The Economic Cooperation Act of 1950 increased this authority
by $50 million, making the total $200 million for investment guaranties.

Transfers from other agencies included: from Greek-Turkish Aid funds, $9.8 million; from GARIOA funds
(Germany), $187.2 million; from MDAP funds, $254.9 million. The Foreign Aid Appropriation Act of 1950
and the General Appropriation Act of 1951 authorized the President to transfer the functions and funds of
GARIOA to other agencies and departments. Twelve million dollars was transferred to ECA from GARIOA

under Section

5(a)

of

t he

Economi

C

Cooperation

authority. The Mutual Defense Assistance Act of 1949 appropriated funds to the President who was
authorized to exercise his powers through any agency or officer of the United States. Transfers to ECA

were made by Executive Order.

Transfers to other agencies included: $50 million to the Yugoslav relief program, $75.4 million to the Far
Eastern program, and $100 million to India. The transfer to Yugoslavia was directed by the Yugoslav
Emergency Relief Assistance Act of December 29, 1950. The transfer to the Far Eastern program was made
by presidential order (presidential letters of March 23, April 13, May 29, and June 14, 1951). The transfer to
India was made by presidential order (presidential letter of June 15, 1951).

Table 2. European Recovery Program Recipients April 3, 1948 to June 30, 1952

(millions of dollars)

Current Dollars

Constant 1997 Dollars

Austria
Belgium/Luxembourg
Denmark
France

Greece

Iceland

Ireland

Italy
Netherlands
Norway
Portugal

Sweden

Turkey

United Kingdom
West Germany

Regional

677.8
559.3
273.0
2,713.6
706.7
293
147.5
1,508.8
1,083.5
2553
51.2
107.3
225.1
3,189.8
1,390.6
407.0

4,486.9
3,702.5
1,807.2
17,963.6
4,678.2
194.0
976.4
9,988.0
7,172.6
1,690.0
3389
7103
1,490.1
21,1159
9,205.5
2,694.3

Congressional Research Service
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Current Dollars Constant 1997 Dollars

TOTAL $13,325.8 $88,214.5

Figure |.Percentage of Country Allocations

Netherlands

W. Germany United Kingdorfi-4%
8984.7%

Belgium/Lux.
\ / 4.3%

= Greece
N i 55%

’ftaly
11.7% Others*

8.4%

T

*Denmark, Iceland, Ireland, Norway, Portugal, Sweden, Turkey

Source: Agency for International Development, November 16, [971.

Admi ni strative Agents

The European Recovery Program assumed the need
American and one European. These were expected
economic, pcoblédmsate aid allocations, insure th
negotiate adoption of effective policy refor ms

f
t
a

Economic Cooperation Administration

Due to the complex mnature of the recovery progra
dergee of administrative flexibility desired with
personnel, Congr es s—tehset abbcloinsohneidc aC onoepwe raagteinocny A d m
(ECAt)o implement the ERP. As a sepayate agency,

government regulations that would 1impede flexibi
status was a strong distrust by the Republican C

Democrat Administration. HoweVbVeo, cbaceunsedmahgt.i
traditional foreign policy authority of the Secr
consultation and a close working relationship ex
Secretary of St ataep.p oPianutle dG.a sH oAfdfnmianni swArsat or by P

® The original Administration proposal would have given State almost total control over the ECA. U.S. Senate.
Committee on Foreign RelatioriSsuropean Recovery Prograr8enate Report 935 on S. 2202, February 27, 1948.
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Republican and a businessman (President of the S
posed by the congressional leadership, Hoffman i
particul aminmitdalrantoad ammdl promoter of the ERP.

A 600dn regional of fice located in Paris played a
individual countries and in obtaining European Vv
i mmediate 11 ai sioonn wrietphr etsheen toirngga ntilzea tpar ti cipatin
headed the regional of fice as the U. S. Special R
established in each country to keep close contac
t hew folfo funds. Both the regional of fice and coun
the recovery effort without infringing on nation
As required by the ERP legislation,witthhe elUanciht e d S
country. These—whey fegunlyednt€otmin commitments
ERP such as steps to stabilize the currency and
provide the economic 1 n fcoorumattriyo nn euepdosn awnhdi crhe stuol te
progr am.

The Organization for European Economic Coope
A European body, the Organization for European E
established by agreement of the Paoiimattcuipatbypg co
which the program was founded and reinforce the
the program Earlier, the participating countrie
obligations (see abover)uumelhhte whHEKG wwaosu ltdo gbuei dteh em«
ful fill their multilateral wundertaking.

To advance this purpose, the OEEC developed anal
through formulation of a Plan of Actainadn, influen
encouraged joint adoption of policy -reforms such
European trade barriers

At ths E€4uest, 1t also recommended and coordina
countries. Each yeiaas tweulpdrsubmiptata nge amolumtpr og
which would then make recommendations to the ECA
allocations was mnot an easy matter, especially s
was much bickmtrrnings ,a mbmtg a ofior mul a was eventuall

Progr ams

The framers o
accomplish it

Dollar Aid:

Grants made u
used to pay t
States. Condi
currency so t

f the European Recovery Prog

ram enyv
S ends . These are discussed bel

o w.

Commodi ty Ansasnicsitnagnce and Project

p more than 90% of the program. The
he cost and freight of essential co
tional grant si cwepraet ianlgs oc opurnot vriyd etdo rse
hat other participating countries ¢

order t o sEtuirnoupleaatne tirnatdrea.

The ECA also provided loans. ECA loans bore an i
matured up to 35 years from December 31, 1948, w
Congressional Research Service 8
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12 As much as $1 billion in counterpart funds was never released by the ECA. Imanuel Wexlgtrarshall Plan
Revisited p. 87. Senate. Camittee on Foreign Relationghnited States Foreign Aid Programs in Eurof851. p. 12.

Opie and Brown, p. 237.
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Five percent of the counterpart funds could be u
ECA in Europe as well as for purchase of scarce

devel oeps soofurscupply for such materials. Up to Aug
committed for these purposes, mostly in the depe
enterprises were set up for devel opmamd of nicke

bauxite ¥n Jamaica.

Technical Assistance

Technical assistance was also provided under t
expenses of U.S. experts in Europe and visits
could beomsprdojoedtys contrib

n

he
by
uting directly to inc
ECA targeted problems of industrial productivity
utilization, public administratiomogstowaasdesn, tra
countries receiving such aid had to deposit coun
involved in each project. Through 1949, $5 milli
under which 350 expertd Shtaadt dbse etno sppmdvifdeo ms e¢rthwei d
persons from Europe had come to the United State
than $30 million expended, over 6,000 Europeans
labor had ¢ ome ftoor tpheer ilbndist eodf Ssttautdeyy® of U. S. prod
Although it is es-hamdtod ohet pkecenthadt ahd¢ Mars
on technical assistance, the effect of such assi
majomponentprofdutcha viltayyv campd itgm t he ECA. Product
merely a functitemtof npaccshsiensesriyng bmp of manage men't
wor k. As one Senate APpoodpcectiatitonsssbBEfdeechnbaad
in several -pdtalme rc oManrtsrh aelsl but 1t s thiolulr sr etqoui r es
produce a Renault automobile as 1t does for a Ch
compai® bl attempt to broinngu pEutroo ppeaarn, ptrhoed uEcCtAi f u n d
business styles, conducted management seminars,
representatives to the United States to explain
national produotitvietveroge ptaafts ciimpadlimg country.
Guaranties
Guaranties were provided for convertibility into
purpose of the guaranties was to encourage Amer.:i
and devel Eapmprtanofi ndustry by insuring that retur
original Act covered only the approved amount of
broadened the definition of invesumeantgnbyincre
adding to actual investment earnings or profits
was extended as well to include compensation for

13 About half of the funds were used for purchases and the other half for development projects. Another $25 million in
U.S. dollarswas provided by the ECA for development purposes. See U.S. Senate. Comm. on Appropriations. Special
Subcommittee on Foreign Economic Cooperat®trategic Materials Program of the ECA952. p. 20.

14 Department of State Bulletidanuary 141952. p. 45.
15 U.S. Senate. Committee on Appropriatio@snditions in Europe in the Spring of 1951.3.

16 House of Representatives, Committee on Appropriatiémeign Aid Appropriation Bill for 19501949. p. 735
739.0pie and Brown, p. 23942.
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Al t hough $300 million wa se natultyh oarnieznedde db yt oC o$n2g0r0Oe sns
investment guaranties covering 38 industrial 1inv
193572,
Table 3. Expenditures under the ERP by Type
(Approximate Figures in Billions of Dollars)
Grants
General Procurement $ILI1
Project Financing $ 0.56
Technical Assistance $0.03
Total $11.70
Loans $1.14
Guaranties $0.03
Counterpart Funds $8.60

How Programs Contributed to Ai ms

The individual components coofn ttrhieb uEtuerd pdiame cRtelcy vte
the immediate aims of the Pl an. Dol l ar assistanc
made sure that both dollar and counterpart assis
do the most toandcteasdetprgdumerandbnrecovery. The
technical assistance on productivity helped to n
funds to increase production and boost trade. Th
mfusion of directed assistance should not be un

maintained an investment level -whr2606%tef GNRceon
national savings were pr acteisctanielnyt ziesr ol airng ell9y4 8a,t
to U. S. assistance.

But the aims of the Marshall Plan were not achie
programs alone. The ismpomstamed prfoghaeamse Ametr hetn
create thewHirametwlhhe koveamr all OEEC European progra
American aid was leveraged to encourage European

collectively, in a purposeful fashion on behalf
expande ade, and economic stability through poli
The first requirement of the Plan was that Europ
objectives. On an individual basis, each nation
dollar mesfivsthmnkl these objectives. They also, w
European nations under the OEEC and the American
examined their economic systems. Thremghfyhis pr
and remove obstacles to growth, to avoid unsound
adoption of appropriate currency levels. Thanks

17 Opie and Brown, p. 242. Wexler, p. 89.
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nations were able to undertakelecesommpondlediend n

terms of imposing economic hardship on their pub
However, contending with deeply felt sensitiviti
influence on Europeasioamabmng asdasderektdeesul
was restricted. Where 1t controlled counterpart
considerable. Where counterpart funds were simpl
t herse Ilwat tl e such influence. Some analysts conte:
European domestic policy since 1ts assistance wa
European countries. But while hitcomdulod doelki tetxlcd
rates, on less sensitive, smaller issués the Uni
On few occasions did the ECA threaten sanctions
agreement s It allyoswa so ft harieda tfeonre dn owi tahct i ng t o ad
and, in April 1950, aid was actually withheld fr
As a collective of European nations, the OEEC ge
indivi chawsalt on aftuild i 1 1 their Plan obligations. The
eventual negotiation oFungpeementadeonboaciEer ¢ pe
existence made the Plan seem less anrdméponican pr
foster European integratfPFaum,0pteliihs QREQt. h&é¢ pmant o
Vi€dhancell or ‘Bhwec IOEECn ditaedd ,at l east one great el
together, knew each othe’TheABfEweviededaflyndnciab
assistance to efforts to encourage European inte
provided the OEEC with some financial leverage o
share of responsibil iatny nfgo rp aarltliocci aptaitni gn gA nteoruinctarni
elevated the organization to a higher status tha
facilitated achievement of Plan aims.

Sum of 1its Parts: Eval uat

e
=
™

MarshPPifif®lant Was

o
s
-~
=
o

Assistance to Europe was mnot mnew with -the Marsha
year period from July 1945 to December 1947, r1ou
compared with the esti maatlefd ySeladr sbiolfl itohne iMa rtshhraele
the factors that distinguishes the Marshall Pl an
a PLAN. Because the emrliiecat.edmanssiad amae dmd mea l
European diefcfoevreamwt,, acoherent approach was put fo
a concerted program with a definite purpose. The
increased agricultural and industrial apnrdoducti on
finances; and stimulation of international trade
and the rest of the world. The Pl an, as 1llustra
technical and financial sasdsiirsetcatnlcye acso mppoosnseinbtl ec otn
range objectives.

Ot her as ppelehtnllc doafr aicttser were distinctive. It had
limits. It was made clear at the start that the

18 Alan S. Milward, The Reconstruction of Western Eurpp@84, p. 113125.
19 Quoted in Harry Bayard Pric&he Marshall Plan and its Meaning. 294.
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biroona dt cobj ecti ves, it also supported, by ref
lation and, mor e cifically, in congressi
ts assumed by # he rticipating countries.
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20 H.Rept. 1585 on S. 2202 and S.Rept. 935 on S. 2202.
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Di d
The
as

It Meet Its Objectives?

Mar s halll Pl an agencies, the ECA and OEEC, e s
their objectives, reflectiamrg. some of the broa
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]l production objective of the European
above prewar (1938) levels of 30% 1in
strial pr o4dlu% taiboonv ef otrh ea 1119 3c8o ulnetvreile,s ewxa
m. However, aggregate agriculture prod
million rise in population during the

wed simftadhm i1increase from 1947, the achieve me

duction by the end of 1951 was 64% higher t
ntries increased aggregate agri«uwltfstrearl pr o
e

B .

1

Total GNP rose by roughly 25% during th
948 Senate report on the ERP authorization

Europeans had set for tsemmelopdd mimeédiks amhanta ntyh ¢
e xp &tTthse. participating countries, for example, h
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l11ion tons yewarl y,r 02d0u% taiboonv.e Bpyr el 951, t hey had

roposed that oil RefliRintg measp a diatty ime 119988z e

nage df oal df oiunrc r e a s e . The goal for coal productii

milli-waropeondprceéeion. By 1951, production was

h

ight947han in

of Trade and the Dollar Gap

1948, participating countries could pay for o
ective of the ERP was to get European countri
ir 1 mporetrs iAd tthlbughmathey paid for 70% by expc
sought wunder ERP because earnings from overs
n though trade rose substantially, especially
rhees twoorfl d¢ rose substantially as well, and pr
ces of exports. As a result, Europe continued
orts was simply trying to brmearkarlkdatos twmlkee fUmni t
. producers were entrenched. OEEC exports to
7 to neardy 50% in 1952.

ated to the overall balance of trade was the
t ed St atthees .t oltna Il 9g407l,d and dollar deficit was
pped to $4.5 billion, by 1952 to half that fi
roximate current “balance with the dollar area

21 U.S. Senate. Committee on Foreign Relati@manomic Recovery PrograiBenate Report 935 on S. 2202.
February 27, 1948.

22 OECD Observerdune 1967, p.10
23 OECD ObserverJune 1967, p. 101.
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Trade Liberalization

In 19OFECt KFeuncil asked members to take steps to
restrictions By the end of 1949, 50 %, and by Fe
imports were eliminated. By 1955, 90% b€srestric
of conduct in trade under the Code of Liberaliza
end of 1951, trade volume within Europe was al mo

Ot her Benefits

Some benefits of the Marshadbdbm®Plwarareronodi east |
the program.

Psychological Boost

Many believe that the role of the Plan in raisin
the prevention of communism and stimulation of g
Keman ndhedpsychological success at the outset w
psychologicafidfhsctcwosmpfoshed b¥fore the first

Economic Integration

The United States had adevelwoprhentt sefl fEwsome mowie
countries equated with American states. As such,
which trade restraints and other barriers to 1int
would be dlei HiRPatredquiTed coordinated planning fc
of the OEEC for this purpose. In 1949, the ERP A
explicit policy of the United XEffiestpiooitre ofwomr a g
European integration, integral to the original P
To encoukEFauagepeanrtarade, the ECA in its first yea
participating countries tedfigonoddse atvhelmabper chag
participating countries (even 1f these were avali
encouraging European independence fr-om the dolla
European payments pwemewmadebyodecbluatrgeantwhich
Europe as a group than they imported on conditio
export balance in their own currencies.

The European Payments Union (EPU)tabhieohe¢egdgrowth
1950 by member countries to act as a central <cle
payments transactions among members and associat
At ECA request, the 19¢%iltbhbbakdefundnadpeathocalbkh
the pursuit of this program since successful con
financial contribution. In the end, the United S
and anothert of laGk®k imitl liitont hrough initial difficulf
steps initiated under the ERP led to the launchi
eventually to the European Union of today.

24 In Charles Mee, JThe Marshall Plan: The Launching of the Pax Americgna246.

25 This term was left undefined. An amendment calling for both political federation basseonomic unification
was stricken in conference.
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Stability and Containment of Communism

Pehaps the greatest inducement to the United Sta
belief that economic hardship in Europe would 1e
communist governments throughoaltl ¢t vhed comdn amind .
and prosperity to occur in Europe with fewer pol
recipients to carry a larger import surplus with
the case otherlwa slear detr mandwe sptomesntbs without corr
living standardsaflandoaeauldbbhemapping up purchas
of imported assistance goods without increasing
theanPlalso helped relieve hunger among the gener :
capita reawahedetwvkde pyel1951. In West Germany, eco
besieged by millions of refugees ef rlo9m# 8t hhea dEa s t ,
received Mafshall Pl an aid.

Perhaps as a result of these benefits, communi s n
via the ballot box. It is estimated that Communi
onttehird betdet@5194bnanhe 1951 -Welsetcetrino nvso,t et hwea sc o8
of the %2lectorate.

u. s Domestic Procurement

Champions of the Marshall Plan hold that 1its aut
potential restriicrttieomess tsso uogthtt lbey sparitvattoe [ ater a
Neverthel ess, restrictions were enacted which di
particul ar.

Procurement of surplus goods was enemamrtagefd unde
goods in short supply in the United States was d
agriculture commodities be supplied by the Unite
encouraged by the ECA Admini stotatlowhelhe hRRP troe ¢
form f flour, and half of all goods had to be ¢
In the end, an estimated 83% of European purchas
States. Types of commodi teisesi nmpculrucdheads efdo of d sotnu ft fhse
products), cotton, fuel, industrial and raw mate
and industrial and agrifelrrons]l mmaaehsnende S pgadmh
purchases frameadutStiade st he Un

Enhanced Role in Europe for the United State
U.S. prestige and power in Europe were already s
respects, however, the U.S. role in Europe was g
programri WYafSe sector economic relations grew sub
consequence ’sofenchoeu rparoegmeanmt of i1increased exports
and loans for the purchase of U.S. gdedsroFlke bo
significantly. Furthermore, while the Plan grew
interdependence of the two continents, its 1imple

26 State Department Bulletidanuary 14, 1952,

27 Changes in electoral laws also contributed to this outcome. U.S. Senate. Committee on Foreign Rigli¢idns.
States AidPrograms in Europel951. p. 224.
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fact. The OEEC, which eventuahliyche Sadmde esha sORCEH

member, endured and provided a forum for discuss
Finally, the act of U.S. support for Europe and
centered on economiictdtssdetshe nethlutOEEL dficad lrel
military and security 1ssues. In the view of ECA
the Atlantic P#Bct [NATO] possible.

Critiques of the Marshall Plan

Not everyone agreewa st haa ts utchcee sMa.r sMaanlyl oPfl atnhe cur
i—gtnh aati d ta wiasy Pprogigva m, thatwdrte ilse ar dvatsh €en od's
One such appraisal was that Marshall Plan assist

—
o
—
o

to dstmo:mte that Plan aid was directly responsibl
quantitative achievements noted above. Critics h
than 5% of the GNP of recipienfte®tameéonsnabmgdtsher
pointing out the experimental mnature of the Plan
program of economic reforms promoted under the P
Some <c¢claim that tphreo bdloelm aarn dg atph awta sl ancokt oaf e c onom
of bad economic policy, resolved when economic ¢
eventua®Ply 1ifted.

Even at the time of the Marshall P1 alnf, there wer
Marshall Plan aid was going to combat communi s m,
to the working class in Europe. Many believed th
would have little effect ounnitshmo.s el nmocsotn g rnecslsiinoenda
Congressmen repeatedly sought assurances that th
loans to French factory owners, t #leoyu ramakleids t 1 ead
Theodore H. Whi gaewets dtamidd lhlhavs whdd edk ¥ b ed o wn
approach fTher e¢cawerlye. t”hWhdrty hwa b,fretshuudst effla5r3,n a
brilliant recovery of European production. But i
di mi nauft i Goommuni st loyalty where it was entrenche
wor K¥r s

In addition, many did not want the United States
Considerable concern was expr es soewd tthheaste tchoeu natirdi
to maintain their colonies in Africa and Asi a. T
devel opment to military devel opment which began
subject of criticism, esrpame adrliygiimalvliy wa lolfo wehck
staff member of the SenafSpedpploPubasommngtgt€emmint
Economic Cooperation believed that the origimnal
under thes® conditions

28 U.S. House of Representatives. Committee on Appropriatiasign Aid Appropriation Bill for 19501949. p. 33.

2% For example, Kostrzewa, Nunnenkamp, and Schmiedindarshall Plan for Midle and Eastern Europgp. 7.)
report a statistical analysis which shows only weak positive correlation between aid receipts in percent of GNP and the
growth of exports and GNP during the ERP.

30 Tyler Cowan,The Marshall Plan: Myths and Riies. p. 6366.

31 U.S. Senate. Committee on Foreign RelatiahS. Foreign Aid Programs in Europe, 1951 220226.
32 In Charles Mee, JThe Marshall Plan: The Launching of the Pax Americgna5859.

33 U.S.Senate. Committee on Appropriatio@onditions in Europe in the Spring of 19 2.
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The teamptliocysed to achieve Plan objMwah vefs ovemr e of
effort in Fr ance”rheapso rbtecedn tchoen t@oeamdtiilctettoereyes tha fde w.e
have been working toward the abolidgiomdodnttrlade
other we have been fostering, or rebuilding, une
unhampered interHAnotomhad icompetisitme proportion
to the ublic rather thani tperri vnaottee ds etchtaotr .p uCbnlei cc o
from the Italian counterpart fund obtained twice
in that country. Another analyst has argued that
econdVy .t het H®r5i0zatui on hearings, U.S. businessme
provided directly to foreign business r1rather tha
way, they said, could fré% enterprise be promote
From its inceptioan, vMembdrfecorfs Cohgtrethe ERP wou
on U. S business. Some noted that the effort to
export and limit their 1imports would diminish U.
defeactreed,ofwf ered to ERP legislation to insure th
would benefit from Plan aid. That strengthening
competition for U.S. business also whpedot 1 ost
Europeans rebuild their merchant marine fleets a
million in European steel mill projects, most us
process that had previousdly chagdwalssti bdngg lused i

committee “Bhhea fHCA oppreodgr am invol ves economic sacrt
expenditure of Federal funds or 1in readjustments
compe t3Itni oorh.e end, steheemeUdn ittoe db eS twaitlelsi ng t o make b

Lessons of the Marshall Pl an

The Marshall Plan was viewedn ebwy achodnagfrhersnsg, as
experiment in®Abtrkogghrehamaoypsways unimeue t
analysts have attempted, over the years, to
applied to present or future foreign aid ini
were the primary® strengths of the Pl an.

34 Conditions in Europe in the Spring of 1951 3.

35 U.S. Senate. Committee on Appropriatio@snditions in Europe in the Spring of 19%1 3-4. Tyler Cowan, The
Marshall Plan: Myths and Realities. p.-68.

36 Opie and Brown, p. 172.

37 Joint Committee on Foreign Economic Cooperatinipping Problems in the ECA Program, 194912; and An
Analysis of the ECAProgram, 1950, p.-8, 1617.

38 Conference report on Foreign Assistance Act of 1948. April 1, 1948. H.Rept. 1655 on S. 2202. Discussion of sec.
124.

39 Some articles which discuss lessons and replicability are: Theodore G&hyet,essons of the Marshall Plan for
Development Aid Today,European CommunityMarch 1967William Pfaff, “Perils of Policy; Harper s Magazine
May 1987 Philip Gold,“The Marshall PlarMiracle’ Looks Grand and Exceptionalnsight June 8, 1987. Lirain
Gordon,“Lessons from the Marshall Plan: Successes and Lipit§358 in Stanley Hoffman and Charles Mai€he
Marshall Plan: A Retrospectivd984. Lord FranksiLessons of the Marshall Plan Experiefiqe,1826 in OECD,

From Marshall Plan to Glbal Interdependencd 978. Wojciech Kostrzewa, Peter Nunnenkamp, and Holger
SchmeidingA Marshall Plan for Middle and Eastern Europé<el Institute of World Economics. Working Paper No.
403, December 1989. James M. Silberman and Charles WeRssfiucturing for Productivity: The Technical
Assistance Program of the Marshall Plan as a Precedent for the Former Soviet Giobal Technology
Management, Inc., November 1992. Charles WeissTe. Marshall Plan: Lessons for U.S. Assistance to Centil an
Eastern Europe and the Former Soviet Unidtiantic Council, December 1995.
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e Despitienggmowional isolationism, polls showin
Congress dominated by budget cutters, and an
was unfavorable to the President, the Admini s
thing to do awnwd tlhe dh aat i oanmpla icgormmi s si ons set u
me mbers travelttloi nsge Itlh et hceo uPnltarny t o t he America

e Congress was 1included at the beginning to for
faced a Congress controll edle btyhe hRIl aomppaositi or
cooperative creation, which helped garner s uj
becoming bogged down with private 1interest e:
active role by conducting detailed hearings ¢

e The bemediwdame required to put together the 7
targeted changes in the mnature of the Europe:
States was sensitive to European national s o\
critical to e sotmanbiltinmselnitn gf raonm apcatritviecicpants on
of delicate 1ssues.

e The Plan had speeifdreandd I pmodedt igenm, strade,
stabdlnidt @aml]l] resources were dedicated to meecet
sufficient res outrhciess pwerrpeo sper.ovi ded for

e I n the main, the Plan was not a humanitarian
specifically to bring about the absolute ecort
the repeated need for relief programs that hece
Eurepamce the War.

e The countries to be ssisted, for the most p:
in fact, were recovering, mnot devel oping 01
resources necessary for economic growth were
missing was capital.

e Aid alone was insufficient to assist Europe ¢
1949 by the ECA and Department of Commerce f
should purchase as much as $2 billion annuall
tbalance its trade by the close of the recovVv:

e Parochial congressional tendencies to put 71 e€:
U.S. business were kept under control for thc
businessmen, for exhaamp Iteh,e wWeCrAe imaoti shaeplp Eur op
purchase what wa available first in Europe 1
the United State

e The Marshall Plan fully developed the wuse of
additional Il everage iteontUs. St.o adiedp obsyi tr elqouciarli ncgu
funds equal to the dollar assistance 1in an a
both U.S. and recipient country representati):
in present day Agency fomsfnternational Devel

e Technical assistance, 1including exchanges, wt
block grants, may have a significant 1mpact ¢
Marshall Pl an, technical assistance helped dri

40 On a much smaller scale than the counterpart funds, the Plan leveraged private sector investment in recipient
countries through the use of U.S. government gui@sarit also encouraged U.S. individual and charitable organization
participation by continuing the earlier relief effort practice of subsidizing transport of private American donations.
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labor fidertrong broductivity. -howdemdnstrated /
hel ped develop in Europe a positive feeling 1
assistance and exchangesscbmpesgnaadargetapoe:t
progr am.

e The foreign pelpgoyavalsetantefoannot be adequ:
terms -obdr mhootsequences. The Marshall Plan c¢oc
i mpact: in NATO, the OECD, the European Commu
Fund, in European bilaterhill atty a@odor progrart
prosperity of modsruhEddfopt]iabkl America

Is It Replicable?

Although many disparate elements of Marshall Pl a
questionable whether the program wayth@&@hmain cou
problems faced now by most other parts of the wo
than those encountered by-l1Wé@2t¢hntEthepesolmttilba
one 1is mnot entirely applicable to the other.
Some astpletMarmwmsthall Plan are more replicable tha
characterized by its offering of dollar assistan
increased trade. Thi s, however, iisc tahses iasitma nt coed aty
the developing countries, much of which goes for
purposes. Surely developing and former communi st
scale aid 1f 1t el i mi neaetpeedr tihnet on edceebsts ittoy porfi vgaotien
Such grant aid could make radical policy refor ms
devel oping countries may not possess the human,
use of suath mdead alndngn 6ermntdedebogmendt a short
capital Some suggest that, in many cases, a T ap
only to corruption and abuse of aid funds.
Another key featumt odtevthe. PBanhwasditvsdpoily an
participants were collaborators with the United
administrative systems of many developing countr
i mpl e me nat astii gomi foifc ant -ppeomrtaant gAtgad ni ttoamagventi on:
assistance may be more appropriate at this stage
There are, however, segments of the developing w
Marshad {p@®lpnogvamcelBhdeael oping countries such
increasingly possess the appropriate industrial
there is mnothing in their current statunst to sugg
assistance Tr1athe than loans obtainable through
countries, private sector investment has supplan
More closely fitting the mewad oWwmsaFm reocpoen oanriec atlhley
nations of Central Europe and the former Soviet
were never very well developed to start with, th
natural resources but tarcea pgirteaalt layn dl apcrkoidnuge tiinv ei nev
To the extent that Marshall Plan grant aid was a

41 One Plan activity actually remains in operation. Germany and Austria maintain revolving European Recovery
Program Funds, originally repaid Plan money, which dispense loans to small busegstans in the East are still
Getting Boost from Marshall Plann Wall Street JournalJanuary 25, 1995.
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governments of difficult economic policy decisio
remembered that ndupumm o©fagrant assistance was T
characterized the Marshall Plan. The environment
uncertain access to foreign markets, the strains
r egailondevel opment, and a host of other 1issues ma
and the former Soviet -whnri osni tiusa tdiiosnt iwihcitc hf rporno vtohke
Pl an.

In the final analysis, howseoemegcedwvear ¢ fstmiekar e
what the Marshall Plan provided, the position of
1940s. The roughly $13.3 billion dollars provide
of less thahsfenreytamat e dsu 88l rbeinlclyi. o nl hiant tsoudma ¥ 1
amount of economic, food, and military assistanc
countries and numerous international devel opment
pedi 963 ($62 billion). In 1948, when the United
year of the Marshall Plan, outlays for the entir
billion. For the United Sstsabadgto bHe¢hwtl wonmgdt dbe
billion in FY1996) on any one program, Congress
activity was a major mnational priority.
Nevertheless, in pondering the diffiocwlrtiineggs of n
the views of the ECA Administrator, Paul Ho f f man
Marshahistoric speech, t‘hme efvetmhd hmagth tthel Plga
impul ses that has ever motimMahltbkeidt ad“g8Bmatteodn anyw
enormous benefits from the bread "InfHgfifmanvely
view:

Today, the United States, its former partners in the Marshall Plariarfdct—all other

advanced industrialized countries.e.&eing offered an even bigger bargain: the chance to

form an effective partnershipforworldi de economic¢c and social progress
hundred and more loimcome nations. The potential profits in terms of expanded

prosperity and a more securepe could dwarf those won through the European Recovery

Program. Yet the danger that this bargain will be rejected out of apathy, indifference, and

discouragement over the relatively slow progress towardsaéitiency made by the

developing countries Us far is perhaps even greater than was the case with the Marshall

Pl an. For the whole broadscale effort of develop
natons—.an effort that is generally, but+ I think quit
has never razived the full support it merits and is now showing signs of further slippage

in both popular and governmental backing. Under these circumstances, the study of the

Mar s hall Plan’s brief but brilliantly success ful
exergse??
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